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EFFECT OF PRESENT METHODS ON FUTURE 
WAGE ADJUSTMENTS 

HENRY R. SEAGER 

Secretary, Shipbuilding Labor Adjustment Board; Professor of Economies 

in. Columbia University 

IT is the view of many hard-headed employers that the 
wage conditions left by the war can only be corrected 
through what they call "liquidation of the labor market." 
To reduce costs, employers must try to reduce wages. Such 
attempts will cause strikes, lock-outs, armies of the unemployed, 
soup kitchens, and relief committees, and will be followed by 
the gradual resumption of " business as usual " with employees 
beaten and disorganized. If this forecast proves justified, it 
will merely demonstrate the futility of this reconstruction con- 
ference. We are here to discuss plans to prevent these very 
evils and if wise plans can be agreed upon and vigorously 
carried out, we shall be able to look back to this period of 
reconstruction as proudly as we do to our part in the dramatic 
final stages of the war. And these plans, to be of value, 
must be made effective without delay. Reconstruction is not 
something that lies before us. It is going on now and while 
we are talking about it at this meeting decisions are being made 
and policies are being adopted that will be of vital importance 
to the future welfare of the wage-earners of the country. 

To appraise properly the future value of the methods of 
wage adjustment resorted to during the war, we must first 
describe and analyze these methods. Among the dozen dif- 
ferent wage-adjustment boards which have been organized 
and have survived to the signing of the armistice, four types 
may be distinguished : 

(i) The Board of Railroad Wages and Working Condi- 
tions, composed of six representatives chosen by the Director 
General of Railroads to advise him in reference to the wages 
to be paid railroad employees, was a judicial body charged 
with the task of determining the compensation of employees 
in what had become a branch of the public service, such 
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compensation to be paid out of funds belonging to the govern- 
ment. However difficult its task, the jurisdiction of this Board 
was clear and definite and the enforcement of its decisions, so 
far as they might be approved by the Director General, was 
prompt and certain. 

(2) The Emergency Construction Wage Commission was 
a board of three members, one representing organized labor, 
charged with the task of determining the wages to be paid 
employees engaged on construction work for the War De- 
partment in accordance with an agreement that the prevailing 
local rates, meaning the established union rates, should be 
paid on War Department work. The jurisdiction of this Board 
was also clear and definite ; and since construction work for the 
War Department was usually on the so-called " cost plus " 
basis under contracts which left to the government the regula- 
tion of labor conditions, enforcement of its decisions encoun- 
tered no serious difficulty. Although in this case, private 
employees were concerned, the compensation was paid out of 
government funds, so no serious objection could be raised by 
the private contractors affected. 

(3) The Shipbuilding Labor Adjustment Board is given 
the task of regulating wages in the shipyards building or 
repairing vessels for the Navy Department or the Emergency 
Fleet Corporation. The jurisdiction of this Board has been 
fairly definite, but the enforcement of its decisions has left 
much to be desired. Although the Navy Department and the 
Emergency Fleet Corporation have assumed responsibility 
for reimbursing shipyards for increased labor costs resulting 
from its decisions, there has been a continuous series of dis- 
putes as to methods of reimbursement and as to the amounts 
to be paid over. Uncertainty in regard to these vital matters 
has caused the shipyards under the jurisdiction of this Board 
to evade compliance with the wage decisions to an extent 
that has made their enforcement always difficult and at times 
almost impossible. The three members of the Shipbuilding 
Labor Adjustment Board represent, respectively, the public, 
the government and organized labor. The absence of any rep- 
resentative of the shipbuilders has been another reason for 
their indisposition to comply with the decisions of the Board. 

(4) The National War Labor Board was created to adjust 
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wages " in the field of production necessary for the effective 
conduct of the war," which was not already included in the 
jurisdiction of some other governmental wage-adjusting agency. 

This Board was not held down to the prevailing rate of 
wages but was required to determine wages which would 
" insure the subsistence of the worker and his family in health 
and reasonable comfort." As the safety valve or the " catch- 
all " in the government's machinery for settling disputes and 
avoiding interruption to industry during the war, this Board 
had a jurisdiction that was at once comprehensive and vague 
and found itself at a great disadvantage in connection with 
the enforcement of its decisions. The employees whose com- 
pensation was affected by its decisions were all private em- 
ployees and as no department of the government was respon- 
sible for reimbursing the employers for the higher wages they 
might be required to pay by its orders, these orders were na- 
turally resented and frequently disregarded. Its authority 
to enforce its orders against a street railway corporation is 
now being questioned in the courts. The one ameliorating 
circumstance in connection with the National War Labor 
Board, from the point of view of employers, was that five of 
its twelve members were representatives of employers, and 
a sixth, ex- President Taft, was nominated by these five. 

As will be observed, these four types of boards present 
the gradual decline and fall from a board determining the 
compensation to be paid by the government to what are vir- 
tually government employees to a board charged with deter- 
mining the compensation to be paid private employees by 
private employers, said employers sometimes repudiating the 
authority of the Board and compelled, when complying with its 
decisions, to bear the resulting expense out of their own pockets. 

In addition to these wage-adjustment boards there developed, 
a few weeks prior to the signing of the armistice, a Conference 
Committee, made up of representatives of the different boards 
and charged with the task of interchanging information in 
reference to forthcoming decisions in advance of the issue of 
these decisions. It was hoped by those who brought about 
the organization of this Conference Committee that uniform 
labor standards with reference to working conditions which 
it would formulate would be announced by the government 
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as national standards to be observed in all government work 
and that thus the keystone lacking to the ascending arch of 
a national labor policy would have been supplied. Whether 
this goal would have been attained must forever remain un- 
certain, since the signing of the armistice put an end to all 
efforts in this direction. This was another of the many steps 
forward in governmental policy that was never taken. Now 
that the struggle is over and we are all breathing freely again, 
one of the most amusing things to recall is the remark heard 
more frequently than any other in the different government 
departments after November 1 1 : "if the war had only lasted 
a few months longer, as we had expected, we should have 
had everything running splendidly in this department." 

The methods that have been described were born of the war 
emergency. We must now consider which, if any, of these 
methods may be made to serve the needs of reconstruction. 

No one will be found to question the permanent utility of 
the Railroad Adjustment Board. The need of such a board 
while the railroads continue to be operated by the government 
is obvious. In my judgment, even when (and if) operation 
of the railroads is restored to their private owners, such a 
Board is likely to be maintained, since the mere fact that the 
railroad wage problem has once been treated as a national 
problem, makes highly improbable a return to local or pro- 
vincial methods of dealing with it. 

The field for the Emergency Construction Board is, as its 
title indicates, a rapidly narrowing and ultimately disappear- 
ing field. This Board may serve a highly useful purpose dur- 
ing the period of reconstruction by helping to preserve exist- 
ing standards and to lessen the shock of a too rapid transition 
to a peace basis. Whether, with the relaxed interest in these 
problems and the kaleidoscopic changes in personnel resulting 
from the wholesale return of officials to private life now that 
the war is over, it will really serve this purpose, remains to 
be seen. 

The Shipbuilding Labor Adjustment Board is less affected 
by the return of peace than any of the other governmental wage 
adjustment agencies concerned with private employees. The 
need of ships continues to be almost as urgent as it was prior 
to November 1 1 . The government is committed to contracts 
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calling for further increases in the present force of shipyard 
employees. To regulate the wages and working conditions 
of these employees is quite as important and even more diffi- 
cult during the reconstruction period than it was during the 
war, when the sanction of the broad war powers of the gov- 
ernment, including the " work or fight " order, could be called 
upon to effect enforcement. Since this Board must clearly 
be continued, a more detailed consideration of its strength and 
weaknesses would seem to be desirable. 

As pointed out, the principal objections of the shipyard 
owners to the Shipbuilding Labor Adjustment Board are two: 
( I ) no simple and definite policy was established to insure their 
reimbursement for the higher wages they might be required to 
pay by the decisions of the Board; (2) there was no represen- 
tative of employers on the Board and therefore no assurance 
that their interests would receive that sympathetic consider- 
ation which they naturally thought due them. Both of these 
objections appear to me to be well taken and to point to im- 
provements that might be made if any similar board were to be 
created as a permanent governmental wage-adjusting agency. 
The remedy for the first defect might be found by charging 
such a board with responsibility for deciding itself at the same 
time that it readjusts wages, how the resulting expense will 
be borne by the government so that contractors shall receive 
in advance, or concurrently, amounts corresponding closely to 
the amounts to be paid over to their employees in consequence 
of a wage decision. The second objection could be met by 
dispensing with any representative of the public on such a 
board, justifying this procedure on the ground that the repre- 
sentative of the government is really essentially a representa- 
tive of the public. The vacancy so created might be filled by 
the appointment of a representative of the contractors in the 
industry under the jurisdiction of such a board without en- 
larging the membership of three. Another possible method, 
if the industries concerned were numerous and extensive, would 
be to enlarge the membership of the board to five, the two 
additional members being a representative of the contractors 
affected and a second representative of labor. 

Should the government continue the policy of placing ex- 
tensive contracts for ships or for other equipment with private 
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contractors, the creation of a permanent board, similar to the 
Shipbuilding Labor Adjustment Board, remodeled as sug- 
gested above, would appear to be wise public policy. Only 
by creating such a board and giving to the organized employees 
fair representation upon it, can the government hope to sub- 
stitute for acrimonious labor disputes, with the familiar ac- 
companiment of strikes and lock-outs, an orderly settlement 
of grievances as they arise and the continuous operation of 
the industries in which the government is interested. 

The diversity of opinions as to the need for a board like 
the National War Labor Board during the period of recon- 
struction was illustrated by the prompt recommendation of 
Messrs. Taft and Walsh, joint chairmen of this Board, that 
the Board be discontinued, and the reply by the government 
that its discontinuance would be highly undesirable. Should 
this Board be continued, it requires no special gift of prophecy 
to predict that the grumble of dissatisfaction on the part of em- 
ployers which has followed its activities will grow to a mighty 
roar and that its authority to determine what private employers 
shall pay their employees when the country is at peace will be 
vigorously contested at every step. Appreciation of this fact 
does not necessarily involve the conclusion that there is no place 
for a board of this type. The conclusion would seem to be,, 
rather, that such a board can only function successfully when 
its jurisdiction is confined to an industry in which employers 
are organized as well as employees and in which the creation 
of the board and the delegation of the powers confided to it 
are the result of joint agreement. This is another way of say- 
ing that, except in war time, a board like the National War 
Labor Board could function successfully only as a part of the 
machinery voluntarily created through collective bargaining. 
To pursue the subject into a discussion of the details of the 
methodology of collective bargaining is precluded by limita- 
tions of time. 

In addition to methods of wage adjustment, meaning the 
machinery for effecting adjustments, there are methods in the 
sense of the principles upon which wage adjustments should 
be based. The four types of boards described were further 
distinguished by the prominence they gave, respectively, to 
four different principles. 
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The Railroad Board has been guided largely by precedents 
and has displayed great conservatism in all of its adjustments 
in the deference shown to established differentials both as be- 
tween crafts and between districts. The Emergency Con- 
struction Board was committed in its agreement to acceptance 
of the prevailing rates, meaning established trade-union rates. 
The Shipbuilding Board gave particular attention in its ad- 
justments to ascertained increases in the cost of living. Finally, 
the National War Labor Board, dealing, in most of its de- 
cisions, with the unskilled and semi-skilled, made the estab- 
lishment of an adequate living wage its chief goal. 

Any future problem of wage determination through ad- 
justment boards would necessarily include deference to all four 
of these principles. Certainly, disregard of established dif- 
ferentials should be avoided. Next to education, no depart- 
ment of human interest is more conservative than the relations 
between employer and employees. While it is not true in this 
country that any kind of abuse in the field of employment will 
be tolerated because it is customary, as appears to be the case 
in oriental countries, it is true that departures from the cus- 
tomary are strongly resented and that the reasons for them must 
be very convincing to justify any change in the interest of 
reform. 

Deference to prevailing local rates, in the sense of trade- 
union rates, represents a transition phase in the determination 
of wages through wage-adjustment boards. At the outset, 
these prevailing rates must be given great weight in shaping 
decisions. After a decision has been rendered, however, the 
right of organized workers to make any other rates than those 
established the prevailing rates through negotiation with em- 
ployers must be curbed or the wage-adjusting machinery will 
soon be discredited. This means that after a decision has 
been rendered, the basis for subsequent adjustments must be 
this decision rather than any prevailing rate that may have 
developed in violation of or, at any rate, in non-conformity 
to it. 

The most serious sources of labor disputes are changes in the 
cost of living, which do not result at once in corresponding 
wage changes. If some plan could be devised by which an 
adequate readjustment of wages would follow promptly im- 

[249] 



116 LABOR RECONSTRUCTION CONFERENCE [Vol. VIII 

portant changes in the cost of living as measured in the budgets 
of wage-earning families, a long step would be taken toward 
the elimination of disputes. This subject has been dealt with 
fully by Dr. Ogburn, and I can only add my testimony to the 
desirability of the perfection and perpetuation of the methods 
of the Bureau of Labor Statistics to keep the country advised 
of changes in the cost of living as they occur, and the desir- 
ability of including in the agreements or regulations on 
which wage-adjustment agencies rest clear understandings 
that wages will be readjusted to correspond with changes in 
the cost of living when such changes amount to more than a 
definite percentage increase or decrease. In its last decision 
the Shipbuilding Labor Adjustment Board chose ten per cent 
as the amount of change warranting a change in wages. 

That underlying all wage adjustments there should be ac- 
ceptance of the principle that a wage sufficient to maintain 
the wage earner and his family in full economic efficiency will 
be denied by no one. Wide differences of opinion, however, 
develop over the concrete question as to how much in any given 
case this wage must be. These differences of opinion as to 
what constitutes a living wage will probably exist for all time 
since the determination of the question depends largely upon 
the personal standards of the investigator. The living wage 
is thus an indeterminate but highly important basic standard 
which all wage adjustment boards should have in mind in 
connection with the determination of the wage of unskilled 
adult wage earners. 

While giving due weight to local differences, governmental 
wage-adjusting agencies should have in mind the substitution 
of national standards for local standards. Only as wage rates 
for employees in similar occupations are made uniform 
throughout the country can we lessen the highly wasteful shift- 
ing of labor from employment to employment which imposes 
such a heavy burden upon wage earners, on the one hand, 
and interferes so seriously with industrial efficiency, on the 
other. There is the more reason for advocating the elimina- 
tion of these local differences because our national develop- 
ment has now largely eliminated the local differences in living 
costs, which used to distinguish the East from the West and 
the North from the South. 
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If the local differences are to be eliminated, great injustice 
will be done employees unless their movement from locality to 
locality, in obedience to personal predilection or to the unequal 
requirements of industry, is facilitated in other ways than by 
the lure of higher wages. At this point, the National Em- 
ployment Service, which was just beginning to find itself with 
the signing of the armistice, deserves the encouragement and 
support of all thoughtful citizens. This, more than any other 
labor agency created by the war, deserves to be maintained 
during the period of reconstruction, and perpetuated during 
the period of peace to follow. With the aid of a really effi- 
cient National Employment Exchange, the labor supply of the 
country may be distributed where it is needed in somewhat 
the same way as the capital supply is distributed through the 
Federal Reserve System. An equalization of wage rates to 
the immense advantage of wage earners throughout the coun- 
try would follow the one, as an equalization of interest rates 
to the immense advantage of our business men has followed 
the other. This equalization of rates would not, it should be 
emphasized, mean a lowering of rates. The same dynamic 
forces that make for higher earnings would continue to operate 
and all the more effectively because on a national and no 
longer merely on a local scale. 

To carry out these suggestions and to frame and promote 
other methods of wage adjustment, we should have a perma- 
nent agency charged with this task. This cannot be done ef- 
fectively by the Department of Labor since its activities very 
properly concern predominantly the interests of labor. An 
effective agency must represent employers equally with em- 
ployees and command the full confidence of both. It cannot 
be done by a Congressional Reconstruction Committee, be- 
cause members of Congress are very properly absorbed in 
their legislative duties and this task is not primarily legislative. 
For the purpose, we should have a National Commission com- 
posed perhaps of two representative employers, two representa- 
tive labor leaders and an impartial chairman. Such a com- 
mission might be called the Federal Industrial Relations Com- 
mission, and by its work give that name a somewhat different 
significance than it has come to have in the public mind. Its 
task would be not that of further embittering the relations of 
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employers and employees by emphasizing the evils in the 
present situation, but that of promoting collective bargaining, 
adjustments through boards, and every other desirable con- 
structive plan for substituting co-operation for conflict and 
bringing us nearer the new day of which we all dream, when 
the aims of industrial justice and the aims of industrial effi- 
ciency will at last be reconciled in a true industrial democracy. 
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